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Tightening the Net: Supply Chain Integrity for Frozen Shrimp  
  
Harry Susilo, who founded the Sekar Group in Surabaya, Indonesia, as a small fish-export business in 
1966, reflected on the enormous global opportunity before his company. After five decades of careful 
expansion built on sustainable practices, Susilo was on the brink of entering a new market that would 
secure a significant growth opportunity for his family-run holding company. The question was: Could the 
Sekar Group maintain its commitment to ethical ventures by insisting its partners accede to its standards?  
  
The son of a fisherman from Fujian Province, in China, Susilo (Shiwei Huang) was influenced by Eastern 
values of harmony. He conducted business from an early age, developing an ever-mindful sense of social 
responsibility. As Susilo’s fish processing and shipping venture grew, his efforts to expand shrimp 
production were tempered by concerns for fish-farming pollution and devastation of the marine 
ecosystem. With the evolution of water-filtration technology, Susilo gradually built his company’s 
operations. By 2016, Sekar Group’s 50th anniversary, Susilo had grown the company to $1 billion in 
revenues from aquaculture, food, and real estate (Exhibit 1). One of his most significant projects was 
based on a vision to create eco-friendly fish farms in Jakarta while providing jobs, education, and access 
to health care in the surrounding community.    
  
Sekar Group acquired 204.5 
hectares in Sumbawa, in West 
Nusa Tenggara, in 2009, 
located next to open sea to 
maximize conditions for 
stable water quality. Shrimp 
farms are notorious for 
polluting the environment 
with the waste products of 
shrimp farming, but Susilo 
was able to create an efficient 
water supply and disposal 
system for large-scale 
aquaculture (Exhibit 2).  
  
Rising Demand for Shrimp  
  
Shrimp, one of the largest and most valuable seafood commodities, represented a $19 billion market (5 
million tons sold by volume) in 2018 and was estimated to grow to $24 billion by 2026. The United 
States, Europe, and Japan accounted for 40% of shrimp products consumed globally, but demand was 
expected to escalate most quickly in the Asian-Pacific region, especially in China, Australia, Taiwan, 
Singapore and South Korea. An integral part of the cuisine in these areas, shrimp was also favored for its 
nutritional value as a source of low-fat protein, rich in minerals and vitamins.    
  
Now, production was such that Sekar could supply the Asian-Pacific market, in addition to its current 
customers in the United States, Europe and Japan. Sekar opened to bids from customers for distribution 
and retail sales.   
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Within days, buyers came forward to buy Sekar shrimp. One wholesale buyer proposed a deal to buy the 
product unprocessed and unpackaged for distribution under its own brand.  
  
What worried Susilo, who had spent his life building the Sekar Group with a commitment to moral 
leadership, were issues related to the shrimp supply chain. In selling to such a buyer, Susilo was well 
aware of business practices that plagued the industry that grew in response to sharply rising global 
demand. Small shrimp farmers in developing economies grew their production on the strength of low 
labor costs and lax environmental regulation, and aquaculture production took hold, accounting for 80% 
of shrimp production in China, Indonesia, Vietnam, Thailand, and India. The rapid growth, in turn, 
created a production process that gave rise to severe environmental degradation, reliance on antibiotics 
and harmful chemicals, and more recently, slavery and human trafficking. As production rose, the 
international price of shrimp plummeted from $16 per kilogram to $8 per kilogram, forcing lower wages 
and harsh working conditions.    
  
Although Susilo knew the possibility to expand into the Asian-Pacific market would significantly extend 
Sekar Group’s prospects for growth, he was firm in his opposition to the suspect practices at each and 
every step in the supply chain (Exhibit 3). Not everyone had the same level of concern as Susilo. The vice 
president of operations at Sekar Group argued that buyers had a right to sell any shrimp they bought as 
they liked: “As long as our operations are above reproach and our product is safe and high quality, we 
have no concern over what a customer does to sell to the end consumer.”        
  
Processing Shrimp  
  
When a package of shrimp is sold at retail, the product must be processed in a way to preserve product 
quality and then packaged. To protect the product from loss of quality relative to moisture and freshness, 
frozen shrimp require a protective frozen glaze of water that encases each shrimp. Although there is no 
clear legal specification as to the amount of glaze that can be used, the optimum level of glaze is   
approximately 10% of the weight. Higher   
levels of glaze, which increase the package 
weight, can mislead consumers and inflate the 
price paid for frozen shrimp. Customers desire 
the true product weight prior to the glazing 
process, and producers are required to present 
the “net weight” on the packaging labels. If an 
opportunistic producer decides to glaze more 
than 10% and present the higher weight on the 
label, consumers have scant ability to assess true 
weight.              
  
The problem is not just limited to developing economies with lax oversight of rogue companies. 
Consumer affairs agencies in the United States investigated Whole Foods for widespread mislabeling and 
overcharging for pre-packaged products. Whole Foods paid settlements of more than $1.3 million over 
charges lodged in California and New York in 2014 and 2015.   
  
A Brief History of Sekar Group  
  
Susilo started his business in 1966 at the age of 17 after leaving university when his father fell ill and 
became permanently disabled. Susilo took on the responsibility to provide for his mother and 10 siblings, 
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starting by cleaning and packing fish for international transport. At day’s end, he would travel to a fishery 
dock in Surabaya to purchase fish, which he processed overnight and packed for a 5 a.m. flight to 
Singapore, via Jakarta.   
  
After two years of hard work, Susilo attracted the attention of the Toyo Menka Company of Japan, who 
contracted to purchase large shipments of shrimp. This opportunity led to further collaboration and 
eventual investments that facilitated the growth and development of Susilo’s company. Eventually, Susilo 
developed multiple lines of related businesses, including a shrimp chip brand, the Finna, which has 
become the largest shrimp cracker company in the world. Today, the Sekar Group consists of five 
divisions, including frozen food production, aquaculture, mining and leisure, in addition to the shrimp 
chip business.  
  
Susilo attributed his success to the relationships he forged through honesty and good will. He acquired 
key resources through his community and was entrusted with business opportunities.    
  
“I was always bicycling around the town and was very familiar with how to handle 
marine products around the town.  There are tremendous amount of marine producers 
around the town who were willing to work with me when I started my business…  I got 
everything from my community and just worked very hard in re-arranging those resources 
creating new value. So, I want to give it back to my community.”      
  
Susilo did not acquire his business knowledge through the conventional education system. He developed 
his own way of understanding business, which emphasized considering multiple perspectives and 
pursuing ideals.   
  
“You have to use your ‘ear’ to learn from others about what they want, what they know 
and what they do… but it is not good enough because you have to see the real field where 
people run their businesses. That is the time that you need to use your ‘eyes’ to see how 
others do. But, it is not still good enough because you cannot be successful if you just run 
your business as others do. That is why you need to utilize your ‘nose’ to smell where the 
opportunity is. If you hear and see enough, you can smell where the future opportunity is. 
But, if you just focus on doing business, pursuing business opportunity and economic 
values like this, your life will be really barren at the end.  Therefore, you need to use your 
heart to dream about creating values for community and utilize your brain to make the 
dream to be a reality. I think that it is kind of what an artist does. Imagine some desirable 
objective and actually create one…  Therefore, I rather want to be considered as a 
management artist rather than an entrepreneur.”        
  
Throughout his life, Susilo valued sport, always playing golf, swimming, running, and climbing. He 
walks and runs two hours a day without break. In life, as on the playing field, he holds the belief: No 
pain, no gain. And his respect for fair play permeates all that he does.  
  
Supply Chain Integrity  
  
Sekar executives knew that Susilo would be unmoved to overlook questionable practices by potential 
buyers and distribution partners for the new market. After a long debate one evening, an executive 
director proposed a test run: Give the potential buyer a six-month window to process, package and 
distribute product, while collecting data from secret shoppers at retail. If the buyer abides by acceptable 
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standards and maintains glaze levels at 10% on the frozen product, Sekar would continue to work with 
the buyer; if not, Sekar would find another partner.  
  
Susilo considered this option as a way to give the buyer a chance, free of prejudice. Susilo’s director of 
marketing raised the question whether deceptive practices in a new market, even under an independent 
label, could come back to hurt Sekar’s reputation. Susilo weighed the options.    
  
Discussion Questions  
1. What are the potential issues at each stage of the shrimp supply chain, from point of sourcing to 
point of delivery to consumers?    
  
2. As a business organization competing under high financial pressure, what would be the scope of 
taking on social responsibility (e.g. employee, customer, society, environment, etc.)?   
  
3. Should Sekar Bumi take responsibility for potential supply chain lapses or stay focused on 
pursuing the business opportunity?    
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Exhibit 1  
  
  
  
  
  
Sekar Group consists of five main business areas:   
  
1) Sekar Bumi, one of the oldest companies of Sekar Group, specializes in frozen food production.    
  
2) Sekar Laut produces the #1 shrimp cracker, Finna.  
  
3) Bukit Welirang Indah, also known as FINNA Golf & Country Club Resort, provides recreation and 
leisure services.    
  
4) Ifishdeco is a private company engaged in the mining of nickel ore in Indonesia.    
  
5) Bumi Harapan Jaya was established as an eco-friendly shrimp farm aquaculture system.  
  
Exhibit 2  
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Ecofriendly fish farm  
  
  
  
Exhibit 3  
  
  
  
  
The shrimp supply chain consists of a series of value-adding activities that include:   
  
Fry production is the first segment of the shrimp supply chain that sources juvenile shrimp to 
aquacultures via one of three production methods: wild fry collection, large-scale hatchery cultivation, 
and backyard hatchery operations. Wild fry collection is the traditional procurement method that involves 
gathering brood stock of wild shrimp from either coastal waters or natural ponds, often stripping these 
areas and reducing supplies of wild fish. For the past 20 years, this practice has operated under the radar 
due to incidental by-catch of other species that harms breeding populations and results in potential 
damage to the marine ecosystem. Hatchery cultivation entails large-scale production of juvenile shrimp 
via technological advancements that allow for controlled conditions, less labor, and more consistent 
yields. Although this practice has many benefits over the more traditional method, it affects employment 
levels of fry collectors and can be economically devastating to operators. Backyard hatchery operations 
implicate family businesses that utilize minimal technology and cultivate juvenile shrimp in small tanks. 
In terms of farm performance, this method seems to surpass the others in regard to return on investment 
and shrimp survival rates. Nonetheless, this model is susceptible to illegal activities due to insufficient 
regulatory controls.   
  
Aquaculture refers to the farming of shrimp under controlled conditions and certain interventions to 
enhance production (i.e., regular stocking and feeding). Most aquaculture practices are based on one of 
three techniques: extensive, semi-intensive, and intensive. Extensive farms require low input as well as 
management, and yield 0.5-1.5 tons per hectare per year. Producers typically rely on tidal flows for water 
exchange and feed, which keep operating costs and disease outbreaks at a minimum. Nevertheless, high 
tides produced by storms or excessive rainfall can lead to floods that damage crops and affect food 
Fry  
Production Aquaculture Local Trade 
Processing  
& Export 
Import &  
Distribution 
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security. Semi-intensive farms require moderate input as well as management, and yield 0.5-5 tons per 
hectare per year. Producers are partially dependent on water pumps to exchange pond volume and 
formulated feeds to supplement natural food supplies. This translates into more control over the 
environment that necessitates greater technical skills and capital input, and implicates a higher level of 
investment risk. Intensive farms require high input as well as management, and yield 10-100 tons per 
hectare per year. Producers rely on advanced technology, including infrastructure, feed, and antibiotics 
that require significant capital investments. However, this technique is marked by mangrove destruction 
that disrupts ecosystems, chemical pollution that damages the environment, and disease susceptibility that 
threatens the health of both humans and animals.   
  
Local trade involves brokers and trade systems in the distribution of harvested shrimp from aquaculture 
farmers to processors and exporters. This involves two major models: trader networks and fixed shrimp 
markets. Trader networks commonly exploit farmers through financial agreements that lock in lower 
prices, thus taking advantage of unregulated and informal procedures. Since few other options exist, 
farmers are typically obligated to sell. Alternatively, shrimp markets allow for fair trade between farmers, 
traders, and processors, while maintaining a consistent supply of shrimp for industrial buyers.   
       
Processing and export takes into account the trend toward processed shrimp as value-added products in 
great demand relative to industry exports. Processing plants can be divided into two categories: small 
processing facilities and industrial processing facilities. Small processing facilities handle low valueadded 
activities (i.e., peeling, deheading, deveining) at temporary sites under contracts with large factories. 
Given the provisional nature of activities and low levels of processing, these facilities are usually neither 
registered with government or industry agencies nor covered by food-safety regulatory systems. As such, 
they represent a risk to consumer health and food safety, including neurological damage from chemicals, 
allergic reactions to antibiotics, and infections by antibiotic-resistant pathogens. On the other hand, 
industrial processing facilities are typically registered with industry associations and thus subject to 
requirements of certifications that ensure compliance with consumer market guidelines. Nonetheless, as 
activities are very labor intensive and low-cost manual work is largely preferred, poor labor practices are 
common with low wages, substandard working conditions, child labor, and human trafficking.   
  
Import and wholesale entails the purchase of large volumes of shrimp for redistribution via four distinct 
channels: food manufacturers, retailers, food service providers, and private-label shrimp brands. Most 
importers are wholesalers that typically have onshore processing facilities to increase margins through 
product differentiation. Along the supply chain, volumes are most concentrated in this area. Highly 
integrated operations reveal significant market power and strong relationships with upstream and 
downstream counterparts. However, in the absence of integrated shipping operations, the many, complex 
steps within the global shrimp supply chain separates end-buyers from producers. On this account, 
certifications cannot guarantee that purchases are entirely responsible, as products can be linked back to 
questionable practices concerning the triple bottom line: people, planet, and profit.   
  
Retail concerns final buyers, including consumer goods manufacturers, retailers, and food service 
operators. These are consumer-facing companies with well-known brands that purchase shrimp from 
wholesalers and further sell directly to end-users. In general, lead retail businesses function under 
integrated supply chains and purchase shrimp based on sustainability policies. Conversely, small retail 
businesses purchase shrimp from local wholesalers without involvement in other supply chain areas or  
regard to the integration of sustainability factors. This ultimately exacerbates the ineffective 
implementation of industry standards, resulting in a less than sustainable shrimp supply chain due to lack 
of industry coordination and traceability of products, volatility in price and quality, and human rights 
abuses relative to labor practices.    
